W.R. Grace & Co. is an international chemical 
company with supporting natural resources 

and selected consumer products operations. 
Grace’s chemical specialties serve basic human 
needs—in food, energy, housing, transportation 
and health services—all over the world. 

In its 121 year history, the Company has built 

its reputation on the quality of its products, 

the dedication of its employees, and the integrity 


of its management. 
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W.R. Grace & Co. 


Financial Highlights 


(Dollar amounts in thousands except per share—restated) 


For The Year: 


Sales and Operating Revenues 


Net Income 


Cash Divid ends Paid per Common Share 


At Year End: 


Total Assets 


Net Properties and Equipment 


Working Capital 

Shareholders’ Equity—Common Stock 
Per Common Share 

1 Stock Divid 


Common S$ 


Number of Common Shareholders 


Percent 
1975 1974 Change 
$3,529,163 $3,500,367 1% 
166,678 119,110 40% 
Per Common and Common Equivalent Share = ore 7 2 7 5.31 3.83 —— 39% 
Per Common Share Assuming Full Dil ; 477 3.47 37% 
Working Capital Provided by Operations ais ii ee 
1.625 1.525 7% 
Average Number of Common and Common Equivalent Shares : eS “31 (247,000 a ~-30,8%,( 000 = 1% 
$2,523,803 1% 
: 963,270 10% 
; 627,095 18% 
é 1,065,772 7% 
30.21 12% 
d—Annval Rate 7 = i 6% 
ares Outstanding ; ~ 31 276,1 30,996,035 1% 
: z 56,064 54,323 3% 
60,200 75,200 (20%) 


Number of Employees 


Chairman Felix E. Larkin (standing) discusses 1975 results with Group Executives (left to right) Harold R. Logan, Charles A. Lynch, Charles 
Alex Kaufman, Carl N. Graf, and James J. Galvin. 


H. Erhart, Jr., 


To the Shareholders: 


Inthe year 1975, W.R. Grace & Co. set all-time records. Despite the effects of 

the most severe recession since World War II, the Company established new highs 
in sales, net income and earnings per share. Moreover, rates of return on invested 
capital continued to improve. 

Among the reasons for this gratifying performance were the recession-resistant 
character of many of our specialty chemicals businesses, continued excellent results 
from agricultural chemicals operations, progress in expanding Grace's oil and 
gas production base, and selective concentration in consumer products activities. 

For the year, sales and operating revenues totaled $3.5 billion and net income 
was $166.7 million. Net income increased over that of 1974 by $47.6 million, or 
40%. Earnings per common and common equivalent share in 1975 reached $5.31, 
compared with $3.83 as restated for 1974, up by 39%. 

Results for 1975 included a gain on the sale of the greater part of the Com- 
pany's majority interest in Jacques Borel International S.A. Excluding this gain, earn- 
ings per common and common equivalent share were $4.17, an increase of 9% 
over 1974. This divestment was prompted by Grace's decision to emphasize expan- 
sion in the chemical and natural resources fields, while narrowing its interests in 
consumer products and services. The after-tax gain on the sale of Borel amounted 
to $35.6 million, or $1.14 per share. Gains as well as losses were realized on the 
disposition of other units and the net effect, including provisions for losses on divest- 
ments in negotiation, amounted to a gain of $25.0 million, or 80 cents per share, 
including the Borel profit. 

Earnings results were influenced by new Financial Accounting Standards Board 
procedures published in the fourth quarter of 1975. These concerned the translation 
of foreign currencies, the valuation of marketable equity securities, and deferred 
taxes related to intangible drilling and development costs. 

An important measurement of any year's results is return on investment. Returns 
on both shareholder equity and total capital, including long-term debt, rose again 
in 1975. The rate of return on Grace shareholder equity amounted to 19.7%, 
compared with 15.4% in 1974. And the return on total invested capital was 12.7%, 
against 10.6% the previous year. 

Grace has achieved significant growth in earnings per share over the last five 
years. Net income per share has risen from $1.19 in 1971 to $5.31 in 1975. 
Similarly, operating income after taxes has grown from $67.4 million five years 
ago to $196.5 million last year, or at the compound rate of 30.7%. 

To extend this successful record and to insure the Company's growth in future 
years, long-range planning and strategic direction of Grace's businesses receive the 
constant attention of senior management. The main areas of concentration have 
for some time been well established. Our primary objective has been and continues 
to be the expansion of our specialty chemicals business, including industrial chemi- 
cals, packaging and plastics. A secondary goal is to capitalize on Grace's 
expanding production and distribution capabilities in agricultural chemicals. 
Supporting this is a special position the Company occupies with respect to raw 
materials, including natural gas supply contracts, our own gas reserves, and valu- 
able deposits of phosphate rock in Florida amounting to 300 million tons—enough 
to sustain planned rates of production for over 50 years. 


In energy-related natural resource activities, we have acquired proved and 
probable reserves amounting to approximately 82 million barrels of oil and oil | 
equivalent within the continental United States. Grace's plan is to develop these | 
reserves and to increase production over the next several years from the current rate | 
of 17,000 barrels a day. In addition, the Company's entry into coal includes the | 
development, in partnership with a subsidiary of The Hanna Mining Company, of | 
the Colowyo reserve, which has 265 million tons of low-sulfur, medium-BTU coal in | 
northwestern Colorado. 

As to consumer products, there are several premier companies in our business 
mix—companies that have good rates of return, strong growth records, attractive 
market prospects, and excellent management. Among these are the Herman's 
sporting goods and Pix footwear specialty merchandising chains; Far West Services 
restaurants; and Baker & Taylor, a leading distributor of books and educational 
software to libraries. These four units combined had sales of more than $400 million 
in 1975. 

These lines of business—chemicals, natural resources and selected consumer 
products—are the foundation on which the Company is building its future. The 
Review of Operations on pages 10 through 23 discusses the important developments 
of last year in each area. 

Because of the significance of the agricultural chemical outlook, a special 
comment seems warranted, During the second half of 1975, a sharp decline in prices 
for some fertilizer materials took place on the world market and, to a lesser degree, 


and Chief Executive Officer J. Peter Grace shares a light moment with Grace 

re D. Walter Robbins, Jr., Executive Vice President; Robert M. Coquillette, 
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in the United States. As a result, there has been speculation about the near- 

term profitability of the fertilizer business. While we expect that average selling 
prices during the spring of 1976 will be lower than the high prices of the com- 
parable 1975 season, profit expectations in this industry are still good. From the 
mid-1960s to 1973, the fertilizer industry produced an average return on investment 
of about 7% after taxes. However, a general upward adjustment in price levels, 
long-range supply/demand factors, and the strength of well-established companies 
such as Grace with strong marketing ability, efficient plants, and basic raw material 
positions mean that higher rates of return at least equal to those earned by U.S. 
industry in general can be realized. 

On January 2, 1976, the Company concluded the sale of four million newly 
issued common shares to the Flick Group of Diisseldorf, West Germany. This 
transaction had been approved by the Board of Directors in October and its 
consummation, together with the purchase of 265,660 additional outstanding 
shares by the Flick Group, makes Flick the largest Grace shareholder, owning 12% 
of the outstanding common stock. The Flick Group is a well known, privately held 
German industrial concern with investments in chemicals, paper products, and steel. 

Three executives of the Flick Group were elected to the Board of Directors on 
January 8, 1976. The new directors are Dr. Friedrich Karl Flick, Dr. Werner Kneip, 
and Ginter Max Paefgen. In addition, Mark C. Feer, General Partner of Kuhn, Loeb 
& Co., investment bankers, has joined the Board. Two outside directors have 
resigned: J. Mark Hiebert, Chairman of the Executive Committee of Sterling Drug 
Inc., and Kathryn D. Wriston, a New York attorney. 

On October 2, the Board of Directors approved an increase in the quarterly 
common stock dividend from 40 to 42 V2 cents per share, or an annual rate of 
$1.70. The higher dividend was first paid on December 10, 1975. 


It appears that the recession is over and that the battle against inflation is being 
won. Nevertheless, business in the coming year will be adversely affected by 
continued high unemployment and the slower economic recovery of some major 
foreign nations. The main directions for Grace's businesses, however, are clear. 
The chemical industry expects to resume its growth at a rate about twice that of the 
U.S. Gross National Product, and Grace's specialty chemical business should 
parallel this trend. Our efforts to expand natural resource production, principally 
in oil and natural gas, are beginning to show substantial results. Finally, those 
consumer products businesses which we have chosen to retain should do even better 
in 1976 as consumer confidence is broadly restored. The only major uncertainty 
this year pertains to the agricultural chemical business. Despite the forecast of strong 
demand for chemical fertilizers, it is expected that profits from this sector will be 
lower than the record levels attained in the last two years. 

Summing up, we look upon 1976 as another successful year for Grace in our 
chosen fields of endeavor. 


Respectfully submitted, = 
ei ee President 


Jer i Pay eo Chairman 


March 4, 1976 


Control panel at Grace's organic chemical The Grace logo stands out boldly on 
plant in Nashua, New Hampshire monitors all this tank car being filled with chemicals 
phases of NTA production. NTA is a puri- for shipment to customers. 

fying agent used in industry and agriculture. 


The Role of the Corporation 


For shareholders who are new to Grace since its 1974 Annual Report, selected 
portions of a ‘Statement of Purpose"’ set forth in that document are repeated in the 
following paragraphs, changed only to keep statistics and other facts current. 


W.R. Grace & Co. is primarily a chemical company with growing interests in 
natural resources and in consumer products and services. As a result of twenty-five 
years of deliberate emphasis upon what we regard as our principal area of com- 
petence, 82 percent of today's earnings come from chemical products and processes. 

Such concentration of effort, together with favorable timing, has resulted in the 
corporation's sales growing at a compound annual rate of 14.4 percent and 
operating income after taxes at a compound rate of 30.7 percent over the past five 
years—proof, we believe, that a strong combination of skilled individuals, pro- 
prietary technology and access to essential raw materials has been brought together 
in today's Grace. This combination serves basic human needs all over the world, 
and these needs—food, energy, housing, health services, transportation, education 
—are unchanging. Products to meet them, however, must be adapted to the specific 
society for which they are intended: They must be constantly improved—and new 
ones created—as the modern, multi-market corporation brings into the daily lives of 
millions what only decades ago were the luxuries of a few. 


Specialization 


Grace has succeeded in serving these basic human needs largely through special- 
ization—choosing product areas not dominated by others. In other words, Grace 
seeks unique positions combining proprietary technology, intimate knowledge of 
the customer's operations and policies, and the requirement for a high level of 
specialized service. In many cases, the Grace product is the indispensable ingredi- 
ent guaranteeing the technical performance of the finished item: the can sealant 


Research plays a critical role in the develop- 


ment and modification of Grace chemical 
specialties. Sophisticated techniques can 
measure the surface activity of catalysts, 


A $10 million facility in Lexington, 
Massachusetts houses the administrative and 
research headquarters of three Grace 
chemical divisions. 


sieves and adsorbents, enabling scientists to 
determine the precise amount of material 
needed in an industrial process. 


that protects the contents of the can, the separator without which an automotive 
battery will not function, the Barrier Bag” that shields a perishable product from the 
destructive effects of oxygen, or the fertilizer that increases the productivity of the 
soil. The cost of such indispensable components is only a small fraction of the cost of 
the final product. The combination of the essential contribution they make and 

their low relative cost provides these Grace products with reliable, growing markets 
—in good times and bad. 


The Management Function 


In its simplest terms, the principal function of Grace corporate management is to 
decide which businesses the company should be in, to channel the shareholders’ 
investment capital to these businesses, and to insure that the businesses selected are 
capably managed at the operating level—all designed to optimize the return on 
the shareholders’ equity and to serve the societies of which the corporation and the 
shareholders are members. This is the elemental purpose of the corporation: to fill 
a need of the societies it serves, to provide stable and fairly paid employment, and 
to derive a profit which is acceptable at once to those societies and the share- 
holders and which enables the corporation to finance the continuation and expan- 
sion of such services. 


A Look to the Future 


Over the 121 years of Grace's history, the company has demonstrated its ability 

to adapt to changing economic, social and political trends. Through hot wars and 
cold wars, business boom and bust, stable government and political turmoil, Grace 
and the people who are its lifeblood have kept the enterprise profitable and 
growing. The process of evaluation and adaptation is a continuing one, and the 
company's business mix will continue to respond to shifts in the world economy. 
Grace's posture today in chemicals, supporting natural resources and selected con- 
sumer products operations gives the company a firm footing in many countries of 
the world, and that strength makes for quality of earnings despite the inevitable 
strains of doing business worldwide in the 1970s. This chosen position has been 
achieved through the commitment and ability of the men and women all around the 
globe who devote their efforts, talents and skills to the corporation's work. It augurs 
well for Grace's future. 
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‘We usually know a customer's 
business as well as he does... 
our managers can help customers 
solve problems presented by 
technological or market change...” 
Carl N. Graf 


New applications of Barrier Bag® film More than 2,000 rolls of Cryovac “D" film 


technology have taken hold in the consumer can be handled by a new computer-controlled 

market: narrow-width bags are being used to stacker crane system at Cryovac's main plant 

package delicatessen specialties such as in Simpsonville, South Carolina. “D" film 

corned beef. is used primarily for non-food products like 
toys and games, hardware, stationery and 
appliances. 


Review of Operations: 


Chemically Based Products & Services 


Grace's chemical operations continued to be the mainstay of the company's 
business during 1975 as sales and profits for all three chemical areas—industrial 
chemicals, packaging and plastics, and agricultural products and services—stayed 
close to record 1974 levels. Sales for the year were virtually unchanged at $1.8 
billion. However, higher raw material, energy and labor costs lowered operating 
income after taxes by 2% to $161.1 million. To counteract the profit squeeze, 
operating expenses were tightly controlled, productivity increased, and inventories 
were reduced by more than $36 million. 


Specialty Chemicals 


Sales and operating income for Grace's specialty industrial chemical operations 
improved in 1975. Operating income after taxes was $58.7 million, up 8%, while 
sales rose 3% to $939 million. Continued sales growth was recorded by such 
Grace specialties as petroleum cracking catalysts, battery separators, chelating 
agents, water treatment chemicals, sound deadening materials and molecular sieves. 

The long-term opportunities for growth in the specialty chemical business con- 
tinue to be promising. Carl N. Graf, Executive Vice President in the specialty and 
industrial chemicals area, explains: ‘We usually know a customer's business as well 
as he does. Consequently, our managers can help customers solve problems 
presented by technological or market change. We can introduce specialized new 
products or transfer existing products and processes as needed to satisfy customer 
requirements. For us, technological or market changes are opportunities. They 
give usa chance to put the right product in the right market at the right time."" 

Grace is a leading manufacturer of fluid cracking catalysts, which continued to 
be in demand as petroleum product consumption remained high. Catalysts for 
vehicle pollution control also showed significant growth. A major facility to manu- 
facture these catalysts was brought on-stream at Curtis Bay, Maryland, late in the 
year. Grace also manufactures ceramic catalyst supports, marketed under the 
brand name Poramic”. 


As the worldwide demand for food Ammonia used by farmers for fertilizer 


increases, Grace's agricultural expansion is shipped by tank car from Grace's ammonia- 
program continues in full swing. Steel |-beams urea facility in Memphis to strategically 
extend outward in a spoke-like pattern to located distribution outlets throughout the 
support the roof of a new storage tank. United States. 


Sales of Daramic® non-cellulosic battery separators rose substantially in 1975 
to satisfy growing demand for maintenance-free automobile and industrial batteries. 
Other automotive specialties, including sound deadening materials, posted record 
sales and profits. 

Grace maintained its position as a leading supplier of container sealant systems 
for the canning and bottling industries. Recent product innovations include a 
polyethylene-based gasket for beverage bottle caps and a solvent-free, photo- 
curable lacquer for the exterior of jar lids. 

Grace's water and waste treatment product sales increased 16% in 1975 as 
municipal and industrial demand for these chemical specialties continued its unin- 
terrupted rise. Sales of institutional cleaning compounds, especially to the rapidly 
growing on-premise laundry business, also rose. 

Grace's extensive construction products technology continues to create new 
products for use in mining, horticulture and nuclear plants. One new product, based 
on the company's building materials technology, isa mine sealant that cuts mining 
costs while improving employee safety. Another specialty, developed in Grace's 
European laboratories, is Servi-Wrap™, a polymeric membrane that waterproofs, 
rustproofs and insulates pipes. 

New uses continue to be found for Grace's family of photopolymers, and in 
1975 commercial products were introduced in the flooring, electronics, metal 
decorating and packaging industries. Grace's unique polyurethane technology 
resulted in the commercial introduction last year of Hypol™ and Fabrethane™. These 
new products are now being production-tested in making filters, laminates, sponges 
and molded products. 

Research, like technology, isa corporate resource," says Leonard V. Triggiani, 
President of Grace's Research Division, “and it can make important contributions 
to profitability. 

Grace maintained its market share in all petrochemical lines despite an overall 
decline in sales. The slowdown in new housing construction and automobile pro- 


duction reduced demand for some products, including Hatcol® plasticizers, 
polyester resins and synthetic lubricants. On the other hand, sales of oxoalcohols— 
chemical intermediates principally used in the manufacture of plasticizers— 
increased by 16%. 

A $30 million expansion of Oxochem, Grace's Puerto Rico-based joint venture 
with Commonwealth Oil Refining Company, will increase its oxoalcohol capacity 


“Research... is a corporate resource, 
and it can make important con- 
tributions to profitability.” 

Leonard V. Triggiani 
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Part of Grace's $300 million agricultural 
chemical expansion program was completed 
in 1975 when a new urea plant was added 
to Grace's complex in Memphis, Tennessee. 


Per-acre yields of crops like corn and wheat 
are increased by the application of Grace 
plant nutrients. Grace markets 4 million tons of 
these nutrients annually through an extensive 


New plants like this one further enhance 
Grace's position as a leading supplier of 
nitrogen and phosphate fertilizers. 


distribution network, 


by 66% to 500 million pounds per year and is on schedule. Completion is slated 
for late 1976 and full production planned for 1977. This expansion will further 
strengthen Grace's position as a leading producer of 2-ethyl hexanol, the most 
important oxoalcohol produced by the plant. 

Industry-wide demand for plasticizers declined by approximately 30%, but 
Grace maintained its leadership position in the production of these chemicals, which 
impart flexibility to vinyl plastics. Grace's polyester resin business was adversely 
affected by the auto industry downturn. Late in the year, sales showed signs of 
improving as more cars started rolling off the assembly lines. 

1975 was a landmark year for petrochemicals in one important respect,"’ says 
Alex Kaufman, Executive Vice President in charge of domestic petrochemical 
operations. ‘Sales volumes were down, but prices remained stable as the realiza- 
tion spread that product prices must provide for acceptable rates of return on 
invested capital. These rates are needed to allow reinvestment of capital for 
increased capacity to satisfy future needs. The results for Grace's petrochemical 
operations, which compared favorably with industry results ina depressed year, 
were due to the interrelationship of our operations." 

Although Grace's packaging systems posted record sales and earnings, 
combined sales for packaging and plastics dipped slightly to $346 million in 1975. 

Packaging materials and equipment had a record year, primarily because of 
increasing acceptance by fresh meat processors of the Cryovac Barrier Bag®. 

This revolutionary shrink package, together with unique vacuumizing equipment, 
enables meat processors to cut fresh red meat in subprimal sections for shipment to 
supermarkets. 

While per-capita consumption of fresh meat is rising at only 2% to 3% per year, 
demand for Grace's Barrier Bag® is growing at over 20% annually. A modified 
Barrier Bag® is also being used for curing block cheese. A new plant was brought 
on-stream in 1975 in lowa Park, Texas, bringing the total number of Grace packag- 
ing plants to 3 in the U.S. and 14 in other countries. 


Agricultural Products & Services 


Sales and operating income from Grace's agricultural products & services con- 
tinued strong, close to 1974 records. Sales for the year were $515 million, up 2%, 
while operating profits were off 3% to $81.9 million. 


“*’.. The results for Grace’s petro- 


chemical operations, which 
compared favorably with industry 
results in a depressed year, were 
due to the interrelationship of 
our operations.” 

Alex Kaufman 


A Grace dragline, nicknamed “Clementine,” Phosphate rock is extracted from a Florida 
operates around the clock in central Florida mine for conversion into fertilizer materials. 
where the company has 300 million tons of 

phosphate rock reserves. “Clementine” 

weighs 2,500 tons and rises to the height of 

a 15-story building. 


“The 1975 experience in fertilizers was unusual,"’ comments James J. Galvin, 
Vice President in charge of agricultural chemicals. ‘‘Even at higher fertilizer prices, 
farmers could have profited from increased application. However, because of the 
unsure economic outlook and lower crop prices, many decided instead to cut back 
fertilizer application. Consequently, U.S. fertilizer use dropped approximately 
nine percent from June 1974 to June 1975—the first drop in total U.S. nutrient 
consumption since 1956."" 

The United States can be expected to remain the world's largest exporter of 
grains as global food demand continues to outrun production. Significant crop 
failures such as that in the Soviet Union last year will have lasting effects on world 
grain supply as other countries demand more U.S. grain and depleted global 
reserves are replaced. Planted U.S. acreage is now ata peak of 332 million acres. 
To increase yields, American farmers will have to boost fertilizer application rates. 

Asa leading producer of two of the three basic plant nutrients—nitrogen and 
phosphate—Grace is in a strong position. ‘We're well situated in raw materials 
for fertilizer production,"’ says Galvin. "Under existing long-term agreements, we 
expect to have adequate supplies of natural gas for ammonia production. We also 
have one of the industry's largest reserves of phosphate rock." 

At Memphis, Tennessee, where the company's agricultural chemical operations 
are based, a new 350,000-ton-per-year urea facility was brought on-stream late 
in 1975, five months ahead of schedule. In central Florida, where Grace has 300 
million tons of low-cost phosphate rock reserves, major expansions are also under- 
way. A rock mining capacity expansion of 2.8 million tons annually is progressing 
ahead of schedule and should go on-stream later this year to feed a new phosphoric 
acid facility—a joint venture with U.S. Steel—producing 380,000 tons per year 
when it becomes fully operational in 1978. 

Two new ammonia plants are now being built: one in Woodward, Oklahoma, 
in partnership with Terra Chemicals International, scheduled for completion in the 
second half of 1977; and one on the Caribbean island of Trinidad, a joint venture 
with the Government of Trinidad and Tobago, designed to be producing earlier 
the same year. 

To strengthen its position as a leading producer of standardized feeds for swine 
and beef and custom-formulated feeds for feedlot beef, Grace opened its sixteenth 
feed plant in Monticello, Wisconsin. Grace continues to be the world leader in 
artificial insemination products and techniques for dairy and beef animals. 


“We're well situated in raw 
materials for fertilizer production. . . 
We...have one of the industry's 
largest reserves of phosphate rock.”’ 

James J. Galvin 
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Grace's energy pro 


oncentrate the Development of coal reserves is an important 


exploration, de pment and production of part of Grace's energy program 


in North America 


oil and natural 
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Natural Resources 


Grace's Natural Resources Group recorded impressive gains in 1975. Production 
of oil and oil equivalent stood at 17,000 barrels a day by year's end, an increase 
of 25% over 1974 levels. Proved and probable reserves grew by 35%, reaching 
approximately 82 million barrels of oil and oil equivalent. 

The significance of Grace's growing reserve base is explained by Harold R. 
Logan, Executive Vice President for natural resources: '' The way you look ata 
natural resource project is different from the way you look at a manufacturing 
project. In most manufacturing and commercial businesses, you look at annual rates 
of return on investment. In the oil and gas business, you look at the total cash flow, 
which depends on the estimated life of each project. Therefore, asset value— 
the amount and quality of reserves in the ground—is the critical factor." 

Sales and operating revenues from natural resource operations in 1975 totaled 
$156 million. After-tax earnings, however, were sharply reduced by an accounting 
change relating to deferred taxes on intangible drilling and development costs. 
Retroactive to the beginning of the year, this ruling by the Financial Accounting 
Standards Board—reflecting revisions in United States tax laws—resulted in a 43% 
reduction in operating income after taxes, from $16.3 million to $9.3 million. 
Despite its negative impact on earnings, the ruling had no effect on cash flow 
levels, which increased 57 % in 1975 to $33 million. 

Acquisitions continued to play an important role in Grace's expanding natural 
resource operations. The Polumbus Corporation (Denver), acquired in May, be- 
came Grace's third regional exploration and production unit, supplementing Teal 
Petroleum Company in Houston and Cleary Petroleum Corporation in Oklahoma 
City. Grace's decision in 1974 to enter the fast-growing energy service business 
led to the 1975 purchase of Bomac Exploration Corporation (Denver) and Homco 
International, Inc. (Houston). Bomac's ten drilling rigs brought Grace's total 
number of rigs to sixteen. Homco, an acknowledged leader in well services, gives 
Grace a solid footing in this expanding field. 

New coal developments for the year were slowed by environmental approval 
delays and the continued moratorium on the leasing of federal coal reserves. In 
the West, where the bulk of Grace's reserves is located, a subsidiary of the 
company has entered into a partnership agreement with a subsidiary of he Hanna _—‘“*.... In the oil and gas business... 


Mining Company to develop the Colowyo tract in northwestern Colorado. asset value—the amount and 
Production is scheduled to begin in mid-1976 and to reach an annual rate of 3 quality of reserves in the ground— 
million tons by 1979. Colowyo has estimated reserves of 265 million tons of low- is the critical factor.” 


sulfur, medium-BTU coal. Harold R. Logan 
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Excellent customer service and strategically A computerized inventory system enables 
located warehouses throughout the Baker & Taylor employees to fill customer 
United States have contributed to the success orders promptly and efficiently 

of Grace's book distribution business 


Consumer Services 


The year 1975 was one of concentration and consolidation for Grace's worldwide 
consumer activities. While reducing the number of operations under management, 
Grace expanded its efforts in specialty areas where it has developed proprietary 
and profitable positions. Revenues for the year were $1.6 billion, while operating 
income after taxes totaled $26.1 million. 

“This was a year of reorganization for us,"’ says Charles A. Lynch, Executive 
Vice President for consumer services. ‘We restructured the entire effort. We insti- 
tuted new and rigorous management controls. We withdrew from businesses that 
promised little for the future and concentrated on those specialty merchandising 
areas where we have built a consumer franchise or strong market position. In the 
future, we plan to develop our positions in these and other specialized fields." 

An uncertain economy did little to curb spending on outdoor recreation 
and physical fitness. Sales of Herman's World of Sporting Goods grew 33% over 
the prior year, exceeding $100 million. During the year, the chain opened new 
stores in New York, New Jersey, Massachusetts, Maryland and Virginia. Herman's 
has grown in just five years from 3 to 50 stores and now operates in 10 states. 

Pix of America, Grace's specialty shoe retailing chain, posted record revenues 
for the sixth consecutive year and opened six new stores in Florida and Texas. 
Seven Pix outlets will open in 1976, and seven more units are planned for 1977. 

Grace's Far West Services domestic restaurant chain flourished in 1975. 
Revenues were some $100 million, 18% over the prior year, and earnings increased 
a record 52%. With 16 openings, the chain grew to 124 dinner houses, coffee 
shops and riverboat restaurants. ‘The restaurant industry is forecasting that, by 
1980, half of the dollars spent on food will be spent dining out,"" comments Charles 


Lynch. ‘Far West's growth already reflects that trend."” “This was a year of reorganization 
Grace's book distribution and educational products companies had another for us.... We withdrew from 
record year in sales and earnings. Combined revenues of The Baker & Taylor businesses that promised little for 
Companies were ahead of the prior year, and earnings were up. A new sales the future and concentrated on 
force was added in the Southwest to bolster marketing of books, educational those specialty merchandising 
products and audio-visual equipment. International book sales more than doubled —_ areas where we have built a con- 
during the year. Baker & Taylor now markets its book distribution services in sumer franchise or strong market 
94 countries, and its salesmen service more than 51,000 institutional and retail Position...” 
customers around the world. Charles A. Lynch 
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Lines of Business 


Major Grace Products 


Typical End Uses 


Specialty Chemicals 


Industrial Battery Separators Automobile storage batteries 
Catalysts Crude oil cracking; automotive exhaust 
emission control systems 
Chelating Agents Detergents; industrial processes 
Cleaning Compounds Soil and grease removers; disinfectants 
Construction Products Concrete admixtures; waterproofing 
membranes; fireproofing materials 
Health Care Products Dental supplies; medical equipment 
Molecular Sieves Purification of gases 
Plasticizers Plastics flexibility 
Pollution Control Products Algaecides; biocides; boiler water 
treatment 
Polyester Resins Molded fiberglass reinforcement 
Sealing Compounds Container sealants 
Silica Gels Dehumidifying agents 
Synthetic Lubricants Jet aircraft engines 
Water and Waste Treatment System design and engineering 
Packaging & Plastics Flexible Packaging and Equipment Shrinkable food wrap and films 


Rigid Containers 
Converted Vinyls 


Agricultural Products 


& Services 


Animal Breeding 
Feed Supplements 
Fertilizers 
Pesticides 


Hand tools; typewriters 
Wall coverings; upholstery 


Artificial insemination 

livestock & swine nutrition 

Nitrogen, phosphate and mixed fertilizers 
Plant disease control 


Coal 

Natural Gas 

Petroleum 
Contract Drilling 
Oil Field Equipment 
Storage and Transmission 


Energy generation 


Services 


Consumer Products 


Fashion & Leisure Auto Parts and Accessories Custom wheels; shifters; headers 
Footwear Retail outlets; ladies shoes 
Specialty Textiles Bedding; household fabrics 
Herman's World of Sporting Goods® — Sporting goods retailing 


Toy Distribution Wholesale/retail chain stores 


Baker & Taylor Book distribution 

Education Services Audio-visual software 

Real Estate Land development and housing 
Far West Services Restaurants 


Consumer Services 


Ambrosia® Chocolate 
Dairy Products Packaged cheese 
Fruit Products Jams and compotes 
Barilla Spaghetti Pasta 

SeaPak® Frozen Seafood Convenience foods 


Packaged Foods Cocoa products 
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International Operations 


Employment 


Chemed Corporation 


Capital Expenditures 
and Net Fixed Assets 


Working Capital 


Financial and Statistical Review 


The following table provides a geographical breakdown of sales and operating revenues and 
operating income after taxes in 1975 and 1974: 


Sales and Operating Income 
Operating Revenues After Taxes* 
% Increase/ % \ncrease/ 
($ Millions) 1975 1974 (Decrease) 1975 1974 (Decrease) 
United States ... -» $2,297 $2,194 5% $150.9 $140.2 8% 
Europe 956 994 (4%) 22.4 19.4 15% 
Canada, Latin America, 
Far East & Other Areas . . 276 312 (11%) 23.2 32.0 (28%) 
NbRe scapes seas $3,529 $3,500 1% $196.5 $191.6 3% 


Sales and operating income after taxes outside the United States in 1975 contributed 35% and 23% 
of the totals, respectively. 


*Computed before gains (losses) on disposal of businesses and, for 1974, before deducting $11.3 million representing 
provisions recorded for settlement of litigation and certain foreign tax matters relating to prior periods. 


Grace's employees numbered 60,200 at the end of 1975, compared with 75,200 at the end of 1974, 
geographically distributed as follows: 


1975 1974 

United States 41,200 41,500 
Europe: .2'-'....- es 14,200* 27,900 
Canada, Latin America, Far East & Other Areas . 4,800 5,800 
MMS «arin Wiclatyon Gls We wapeg ral meee Sines eee \-emtEte sete sae Rate 60,200 75,200 


Total employment costs for 1975 were $755,981 ,000, compared with $717,015,000 for 1974. 
*Decrease primarily due to the sale of a portion of the Company's Interest In Jacques Borel International S.A. 


Chemed Corporation, a 90% owned consolidated subsidiary of the Company, reported sales and 
operating revenues of $219.5 million for the year 1975, an increase of 13% over 1974. Income from 
continuing operations was $14.8 million in 1975, an increase of 22% over 1974. 

Chemed capital stock, 10% of which is publicly owned, is traded over the counter. Copies of the 
Chemed 1975 Annual Report are available on request. 


The following table compares 1975 and 1974 capital expenditures and net fixed assets by line of 
business, including those of pooled companies. Net properties and equipment of other companies 
acquired are included in the year of acquisition. 


Capital Expenditures Net Fixed Assets 


($ Millions) 1975 1974 1975 1974 
Chemical i 
eS Capi ee. 5) ROBE ae ST OE ee $ 44 $ 3 $ 245 $ 224 
Packaging & Plasti 17 23 104 102 
ARMCUMUTE cms ene reabees te ode cnr aias ve ecole 66 38 221 173 
Total Chemical 127 114 570 499 
Nola ResOutcee ciais cnc sniciac ees vwriecesedeccane 118 97 213 134 
Consumer 
Fessiieart es ROMER oa Siac cud dios was'y eciein'n a wm yain'v oie 12 19 59 61 
Consumer Services . in] 7 30 58 
POCKereeee ORIEN: <0 s.n' vo sly avice lee cielapis snc sisiooa 14 28 91 122 
Bote Conetitety orci open ee so als acinar 37 64 1 241 
ASTRAL conte olg vicdes shar Rar s He Eee So vies ae $ 282 $ 275 $ 963 874 


Of the total, capital expenditures on properties, plant and equipment in 1975 were approximately 
$237 million in the United States, $15 million in Western Europe, and $30 million in Canada, the 
Far East and other areas. 


Additions to working capital provided by operations amounted to $307.0 million in 1975, compared 
with $229.7 million in 1974. Sources included income, depreciation, depletion and amortization, 
deferred income taxes and other items. 

As of December 31, 1975, working capital had increased by $70.4 million to $627.1 million 
from $556.7 million at the end of the previous year. The Company's current ratio at the end of 1975 
was 1.9:1, compared to 1.7:1 in 1974. 


Stock Price Data 1974/1975 


Dividends 


Dividend Reinvestment 


Principal Market: Common Stock—New York Stock Exchange 
Preferred Stocks—Over the Counter 


Common Stock Prices 


1974 High low 
1 7 Carita SB es eC ae $28.375 $22.625 
Second Quarter . $27.25 $22.00 
Third Quarter ... $24,875 $18.00 
Fourth Quarter $26.125 $18.25 
1975 

Firat CUCTIDTY ten eren ce aein CUR esate cea ign siis do <Oes eb avk $26.375 $22.125 
Second Quarter $29.625 $24.50 
Third Quarter .. $29.375 $24.125 
Fourth Quarter $26.75 $23.50 


Trading in the three classes of preferred stock was minimal in 1974 and 1975. Bid prices for the 6% 
Preferred Stock ranged between $55 and $79 per share in 1974 and $45 and $49 in 1975. Bid prices 
for the Class A and Class B preferred stocks, when available, were in a range of $65-$99 per share 

in 1974 and $63-$65 in 1975. 


For the years 1974 and 1975, quarterly dividends were declared and paid to holders of Grace 
common stock, as follows: 


1974 
Record Date Payment Date Amount Per Share 
POMOMPNG « rox reuse cb aero eatmaie Seca BGIOROT Sios as he ics aah clams a peews 
Moy ls ser ccuatsy ica ade seteeeeccss snes SiriG MN ae tesa 
PGES Mere as tian cke asin wane ve Mee ees ie September 10 
ISM REG oedema eiala.n ciara an December 10 

NFER RONME omisre isaac ane ee onan h oct element ws Save es 
1975 
Record Date Payment Date 
Fabia iM Dork 1 fee pas ote0 ha aabisiees RCE ANS Vas cusix tia ateae waved atthe cia lecienc 
May 14 ane CS an eka ee a 
August 13 September 10 
November 14 .. December 10 


Total common stock dividends in 1975 amounted to $50.7 million, compared to $45.4 million in 1974. 
Dividends have been paid on the common stock for 42 consecutive years. 


For the three classes of preferred stock, dividends were paid on the same dates as common stock 
dividends in 1974 and 1975, as follows: 


Quarterly Annually 

1974 1975 1974 1975 
Freferradics iced ss ereateucanlenesse tA $1.50 $1.50 $6.00 $6.00 
Class A Preferred .. 2.00 2.00 8,00 8.00 
CAGES PRET OROITOG: sc od iawee cans nctense es 2.00 2.00 8.00 8.00 


During 1975, total preferred dividends paid were $697,000, compared to $700,000 paid in 1974. 


As of the December, 1975 payment date, there were 8,702 shareholder participants in the Dividend 
Reinvestment Plan, which is administered by Citibank. This was an increase of 2,541, or 41.2% over 
the 6,161 participants at the end of the respective 1974 period. During the year, Grace shareholders 
reinvested dividends and made supplementary cash payments totaling $1,252,510, which purchased 
49,073 shares of common stock at an average cost of $25.52 per share. Beginning with the reinvest- 
ment of June, 1975 dividends, the Company undertook to absorb all brokerage commissions and bank 
service fees so that the Plan was placed on a no-cost basis for Grace shareholders. 


Form 10-K 


The Form 10-K Annual Report for 1975 as filed by the Company with the Securities and Exchange 
Commission is available to Grace shareholders on request and without charge. 

Write: James G. Stier, Director of Investor and Shareholder Relations, W. R. Grace & Co., 
Grace Plaza, 1114 Avenue of the Americas, New York, New York 10036 


Financial Data by Line of Business 1971-1975 W. R. Grace & Co. and Subsidiary Companies 
(In millions of dollars—restated) 


Natural W.R. Grace 
Chemical Resources Consumer &Co. 
Specialty 
Packaging Total Fashion Consumer Packaged Total Grand 
Industrial = & Plastics Agricultural Chemical & Leisure Services Foods Consumer Total 2) 
Sales and Operating Revenues 

1971 $518 $212 $266 $ 996 $ 85 $ 329 $197 $457 $ 983 $2,064 
1972 591 242 283 1,116 91 390 261 518 1,169 2,376 
1973 700 290 363 1,353 7 447 369 585 1,401 2,851 
1974 908 347 504 1,759 173 467 449 652 1,568 3,500 
1975 939 346 515 1,800 156 489 427 657 1,573 3,529 


Average Annual % 
Growth Rate 1971-1975 16.0% 13.0% 18.0% 16.0% 16.4% 10.4% 21.3% 9.5% 125% 14.4% 


Operating Income after Taxes!'! 


1971 $29.2 $ 63 $7.6 $ 43.1 $17 $ 87 $ 68 $7.1 $ 226 $ 67.4 
1972 79 10.1 13.6 616 29 94 8.6 54 23.4 87.9 
1973 47.1 16.8 27.4 3 6.2 99 12.4 26 24.9 122.4 
1974 54.4 25.2 84.8 164.4 15.1 112 66 (5.7) 12.1 191.6 
1975 58.7 20.5 819 161.1 9.313) 78 9.0 93 26.1 196.5 


Average Annual % 
Growth Rate 1971-1975 19.1% U3% 81.2% 39.0% 52.9% (2.7%) 7.3% 7.0% 3.7% 30.7% 


Sales and Operating Revenues 


Percent of Total 

1971 25% 10% 13% 48%, 4% 16% 10% 2% 48% 100% 
1972 25 10 12 47 4 16 in] 22 49 100 
1973 25 10 13 48 3 16 13 20 49 100 
1974 26 10 14 50 5 13 13 19 45 100 
1975 27 10 14 51 4 14 12 19 45 100 
Operating Income after Taxes 

Percent of Total 

1971 43%, 10% 11% 64% 2% 13% 10% 1% 34% 100% 
1972 43 12 15 70 3 11 10 6 27 100 
1973 39 14 22 75 5 8 10 2 20 100 
1974 29 13 44 86 8 é 3 (3) é 100 
1975 30 10 42 82 5 4 5 13 100 


() Operating Income after Taxes is computed before gains (losses) on disposal of businesses, extraordinary items and allocation of general corporate overhead and general 
corporate Interest. For this table, taxes are computed substantially on a separate return basis for each subsidiary and each division of the Company. In the case of each U.S. 
subsidiary and division, benefits for all generated Investment tox credits and operating losses, if any, are recognized currently. 


(2) Does not Include sales and operating revenues of Peruvian and other Latin American operations divested. 
(3) After provision of $7.0 for deferred taxes related fo Intangible drilling and development costs. 
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Dollar amounts in millions 
| except per share—restated. 
| Capital Expenditures Net Fixed Assets 
| 


We Chemical 


GN otural Resources 
GE Consumer 


W97Y 1972. 1973. 1974. 1975 1971 1972 1973 1974 1975 


Sales and Operating Revenues 1975 Operating Income After Taxes 1975 


Shareholders’ Equity 
Per Common Share Cash Dividends on Common Stock 


1971 1972 1973 1974 1975 1971 1972 1973 1974 1975 
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Dollar amounts in millions 
except per share—restated. 


Long Term Debt and Total Capital 
@ Debt Ratio % 


45 
Sd 
Sd 
5 
° $1,648 
$1,490 
$1,256 | 91.347 


$1,209 


1971 1972 1973 1974 1975 
HB Total Capital + Mill Long Term Debt 


Earnings Per Common and First Quarter 
Common Equivalent Share— 
Quarterly 


1971 1972 1973 1974 1975 


Third Quarter 


1971 1972 1973 1974 1975 


Earnings Per Common and 
Common Equivalent Share 


1971 1972 1973 1974 1975 


(1971 through 1973 before extraordinary Items) 


Second Quarter 


NP7T" A972) 1973 


Fourth Quarter 


1971 1972 1973 


W. R. Grace & Co. and Subsidiary Companies 


Principles of Consolidation: 


Translation of Foreign Currency 
Transactions and Foreign Currency 
Financial Statements: 


Inventories: 


Properties and Equipment 
and Related Depreciation: 


Goodwill: 
Deferred Revenue from Future 


Natural Resource Production: 


Income Taxes: 


Earnings Per Share: 


Pension Plans: 


Audit Committee of the 
Board of Directors: 


Summary of Significant Accounting and Financial Reporting Policies 


The consolidated financial statements include the accounts of the Company and all majority owned 
and controlled domestic and foreign subsidiary companies after elimination of significant inter- 
company transactions. Investments in partnerships and less than majority owned companies are 
carried at cost adjusted for subsequent changes in equity. 


Assets and liabilities of the Company's foreign subsidiaries representing cash and amounts receivable 
and payable are translated into U.S. dollars at rates of exchange existing at the end of the period. 

All other net assets are translated at rates prevailing at transaction dates (historical rates). Foreign 
currency statements of income are translated at weighted average exchange rates prevailing 

during the period except that historical rates are used to translate components of income and expense 
related to those net assets translated using historical rates. Foreign exchange gains or losses, including 
those resulting from translation of forward exchange contracts, are included in the determination 

of net income currently. 


Inventories are stated at the lower of cost or market. Due to the diversified nature of the Company's 
operations, several methods of determining cost are used including first-in, first-out, average cost and 
the last-in, first-out method. The market value for raw and packaging materials is based on replace- 
ment cost and, for other inventory classifications, on net realizable value. 


Depreciation of properties and equipment is generally computed using the straight line method over 
the estimated useful lives of assets. Intangible drilling and development costs are capitalized only 
for productive wells and amortized on the unit of production method. Depletion of mineral and oil 
producing properties is also provided on the unit of production method. Expenditures for mainten- 
ance, repairs, renewals and betterments that 'do not significantly extend useful lives of assets are 
charged to income as incurred, Cost of property retired or sold, and related accumulated deprecia- 
tion, is removed from the accounts and any resulting gain or loss is reflected in income currently. 


Goodwill arises from business combinations which for accounting purposes have been treated as 
purchase transactions and is amortized using the straight line method over various estimated useful 
lives not exceeding forty years. 


Revenues received from sales of natural resources in advance of production are deferred and 
recognized, net of financing costs, when the products are shipped. Repayments are made only from 
proceeds generated by sale of a portion of production from certain dedicated properties. 


Tax effects of transactions are recognized when they enter into the determination of net income. 
Deferred income taxes are provided for depreciation, unremitted earnings of less than majority 
owned companies, intangible drilling and development costs (for 1975) and other significant 
timing differences reported for tax purposes in different periods than for financial accounting 
purposes. Available investment tax credits are applied as a reduction of the current tax provision. 


Earnings per common and common equivalent share are computed on the basis of the weighted 
average number of common shares outstanding during the respective periods after giving retroactive 
effect to shares issued and expected to be issued for business combinations, assuming dilutive stock 
options outstanding were exercised at the beginning of the period (with applicable proceeds used to 
purchase treasury stock) and after deducting dividends paid on preferred stocks. Earnings per 
common share assuming full dilution are computed based on the further assumptions that convertible 
debt obligations were converted at the beginning of the period (with applicable reduction in 

interest expense, net of tax) and additional contingent shares were issued for business combinations. 


Substantially all full time employees are covered under various funded and unfunded domestic 
and foreign pension plans including prevailing social law plans. Costs are provided by current 
funding and accruals, including amortization of prior service costs over ten to thirty years. 


The Audit Committee, comprised of directors who are not officers or employees of the Company, 
meets periodically during the year with senior officers, internal auditors and independent 
accountants to review accounting, auditing and financial reporting matters. 
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W.R. Grace & Co. and Subsidiary Companies 


Consolidated Statement of Income 


In Thousands (except amounts per share) 1975 
Sales and operating revenues ..........6. 02sec cece eee ceeeeees $ 3,529,163 
Dividends, interest and other income ...........eeceeeeeceeeeres 18,448 
Equity in earnings of less than majority owned companies 
(dividends received 1975—$1,689; 1974—$2,096) ........-22..45 2,247 
3,549,858 
Cost of goods sold and operating expenses ............0eseeeeee 2,425,476 
Selling, general and administrative expenses ...........0s0eeeeeee 652,605 
Depreciation and depletion 95,604 
Research and development expenses ....... 2.200. eeesev eee eneee 27 884 
ITI EUKETNI os aja tan Send aimee ass ai as ncaieds Asa eis as ood 67,675 
Income applicable to minority shareholders .........000.0000e0eee 2,808 
3,272,052 
277,806 
Gains (losses) on disposal of businesses ....... 0.0.0 c0ceeeeeeeee 26,370 
304,176 
U.S. and foreign income taxes 137,498 
Nek WOO is 5 aposataern gins ss Daeianie CW salience v's sons esis heres $ 166,678 
Net income per common and common equivalent share ..........+ $ 5.31 
Net income per common share assuming full dilution .............. $ 4.77 


* Restated and reclassified. 


The Summary, page 31, and the Notes to Financial Statements, pages 36 to 43, are an integral 
part of this statement. 


1974* 


$ 3,500,367 
17,949 


7,780 
3,526,096 
2,476,904 
598,701 
81,954 
30,403 
70,561 
4714 
3,263,237 
262,859 
(17,339) 
245,520 
126,410 
$ 119,110 
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W. R. Grace & Co. and Subsidiary Companies 


Consolidated Statement of Changes in Financial Position 


In Thousands 


Financial Resources Provided by: 
PUBCON a oeine Ea c'ete spire dcigre nom Noles alts <Ghatoraceir oss 
Depreciation, depletion and amortization ..........+eeeeeeeeeees 


Darrel MEOMA TONGS oc ce, cn > cements icateedani eran SF eo aanvns 


Income applicable to minority shareholders 
Equity in unremitted earnings of less than majority owned companies. 
Working capital provided by operations ...........+seeeeeeeee 


Common socksubscribed: a. : = facis sc << cicinosintecitings cle nae ceinwnce 


Issuance of long term debt: 


Pamuitisgerinotesiascs ttesant « ceeicasaa has tenies caceabines as 


Deferred revenue from future natural resource production . 


Disposal of properties and investments ..........-...5 


Financial Resources Used for: 

Coptic BeNORGNTRE san tetas nc snc canrceembte ice cte’ss Gamer sieaee 
ren PEVIONAS Cee wari aa, paNena iets cass cae mane ticeNie. « 
NIVESHNGRS are cits Stains oes arin empenlacce st eh sueere vee regs © 


Ammonia plant project advances 


Reduction in deferred revenue from natural resource production .... 
Retirement and repayment of long term debt ...............000005 
Working capital of divested businesses ...........--.e0e0ceereee 
Other transactions, net 


Increase in Working Capital. ..................00ee cess eeee 
Analysis of Changes in Components of Working Capital: 


Cash and marketable securities «0.2... 0.c cece ese cee eeeeeeseecee 


Common stock subscribed ............0eeeeeee 

Notes and accounts receivable, less allowances . . . 
PVINNONGS or. oc aarti rips a oslete'c ce eaten Sad ee aaBie rs ai bb eiciasie 
NOONE PAVODIOS os cbs sic talcime civ'eem nev enemy sae east r aise 
PCECUNES DAVCING acc neal viscid eae anh nies ewh untae acian ane 
U.S. and foreign taxes on income ..........eeseesecceececeences 


Other components of working Capital.........-seeceeeeeeeeeecee 


*Restated. 


The Summary, page 31, and the Notes to Financial Statements, pages 36 to 43, are an integral 


part of this statement. 


1975 


(558) 


104,000 


20,000 
85,217 
10,000 
85,815 
612,051 


(30,638) 


6,608 
$ 70,367 


1974* 


$ 119,110 
100,489 
11,086 

4714 

(5,684) 
229,715 


23,600 


275,336 
46,090 


4,162 


91,277 

5,526 
422,391 

$ 68,429 


$ = 21,714 
77,089 
177,534 
(102,275) 
(41,408) 
(42,019) 
(22,206) 

$ 68,429 
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W.R. Grace & Co. and Subsidiary Companies 


34 


Assets 


liabilities 


Shareholders’ Equity 


Consolidated Balance Sheet 


In Thousands December 31, 1975 
Current Assets 
Cash, including time deposits of $26,816 (1974—$40,607) .......... $ 55,644 
COMUTON, SCI SULIRCE HOOT Go warts ciprnie oth eiinrs(oleln's vie-Migce vie uivrele Osea ei 104,000 
AE ICHMI GSCULUUAE cos ocala nictctana nn rates ak ended eta on aa 46,498 
Notes and accounts receivable: 
Trade, less allowances of $13,717 (1974—$15,221) ........00.00e 419,406 
Other, less allowances of $2,927 (1974—$2,107) .....-..+-2++055 63,075 
bsermenieken nl. cot cinesceh o-rine-sehive tesa veces mer seneresaniie 576,293 
Prope MaDMNIBAN Pa). edn ont the gachingessinibexe aa err settee 31,423 
Tater Carramt ASsate ooo icatcissnte cielgeean o wagunmecernn'e 1,296,339 
Other Assets 
Investments: 
Portisies 205) .0.- celine otk n's.s <'oa ain Bins iiceid elsaia’a ols mipinrd’n 16,622 
Less than majority owned companies ......-+.-eeeeeeeeeseeeee 46,355 
Occidental Petroleum Corporation .......+-sesseceeeeeeneeees 17,500 
Long term receivables and other assets .....-...0eceeceeeecereee 102,666 
Goodwill, less amortization of $14,392 (1974—$13,998) .........005 81,051 
SOs GMAT ASCONE soos ooo os sereyp odes as'ORk son Ou aaette te 5's 264,194 
Properties and Equipment, at cost less accumulated depreciation 
and depletion of $618,157 (1974-$586,711) .........cc cee eeee 963,270 
$2,523,803 
Current Liabilities 
ESAS VCE itera swe tae larg ake oie aioe ile ae,a'b sina keane $ 199,724 
POCO E RIGOR eco Sivis in lene seiw'ars oisip'eine Sottica tines siaclenete « 291,662 
U.S. and foreign taxes on iInCOMe ........ cee e cece sence eee eeeee 69,786 
Othar ctttront BobMiies: 2.) cians ass clones pase oleae bined 108,072 


Totes Corrent MGOMINGS § 6 c55)00 ois sc oes venels Howe wagben 669,244 
Daterredl daxeairs GACOmne: «5 ~ oie cas cise acytns Rawhacacddcaeme 92,783 
Deferred revenue from future natural resource production ......... 47,897 
Foreign social law obligations and other noncurrent liabilities ...... 49,846 
Eorig termites iis. .c.cbe adie wi talece talons Keteepisie seta ks 572,702 
Equity of minority shareholders in consolidated subsidiaries ........ 16,318 

1,448,790 
(per accompanying statement) 1,075,013 
$2,523,803 

*Restated, 


The Summary, page 31, and the Notes to Financial Statements, pages 36 to 43, are an integral 
part of this statement. 


1974* 


$ 72,753 


87,233 


450,193 
62,926 
678,254 
34,896 
1,386,255 


44,346 
17,500 
96,104 
91,378 
249,328 


874,163 
$2,509,746 


$ 247,343 
367,217 
96,814 
118,153 
829,527 
60,599 
50,000 
49,898 
643,099 
29,678 
1,662,801 
846,945 
$2,509,746 


W.R. Grace & Co. and Subsidiary Companies Consolidated Statement of Shareholders’ Equity 


In Thousands Years Ended December 31, 1974* and 1975 
Preferred Common Paid in Retained 
Stocks Stock Capital Earnings Total 
Balance at January 1, 1974, as reported ................... $9,608 $29,979 $221,464 $514,618 $ 775,669 
Adjustment for change in accounting for 
THES DURE COMEUNNIONE a chase «Gs acu bn veete cranes sce es.e - - 17,764 (23,699) (5,935) 
Adjustment for 1975 businesses combined in poolings 
ST UROFANE TANERCHONS eco aa cata oust. wis asd se cembanxe - 753 952 2,047 3,752 
Balance at January 1, 1974, as restated ................... 9,608 30,732 240,180 492,966 773,486 
Net income for the year 1974 - - - 119,110 119,110 
Business combinations ............++ - 263 2 - 265 
Exercise of stock options ........... - 1 35 - 36 
Purchase of preferred stocks (221) _ 1 - (220) 
EN ae rails Wa gh be. Cais cee sn bien eh om Ree op alae atnea ve - - 358 od 358 
Dividends paid: 
PORNO inn debt ne ye kaae adeeb +e Uaupeues indaewpnsseaace _ - - (700) (700) 
Common ($1525 perishare) tes ove ee aalsteawocknenees seco s ks - - - (45,390) (45,390) 
Balance at December 31, 1974 ..... 2.0.0... 00066 cc cece eee 9,387 30,996 240,576 565,986 846,945 
Metiiicone for tie vedr U976 0. a.20 «poles paw awtie canna ne - - - 166,678 166,678 
Common stock subscribed _ 4,000 100,000 _ 104,000 
Business combinations ...........+0ss005 - 262 8,593 - 8,855 
Exercise of stock options ~ 18 390 - 408 
Purchase of preferred stocks (146) = 51 _ (95) 
CHEN 3:5. 5 aelpe conan tape de ghe rents Utes ena e aah ReeF - - (366) - (366) 
Dividends paid: 
POOMTGN ES Bry cas 050A ke i cag Re tetas as Aes male aks a - ~ - (697) (697) 
Common ($1.625 per share) _ - - (50,654) (50,654) 
Pooled company prior to combination 
Mattie Camponynth, Steno cinco th. Saccaesct et - - - (61) (61) 
Balance at December 31,1975 ..........0.0.. 00000 cece eee $9,241 $35,276 $349,244 $681,252 $1,075,013 
*Restated. 


The Summary, page 31, and the Notes to Financial Statements, pages 36 to 43, are an integral 
part of this statement. 
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W. R. Grace & Co. and Subsidiary Companies 


Note 1—Changes in Accounting: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


(The Summary of Significant Accounting and Financial Reporting Policies, page 31, is an integral part 
of the financial statements and notes thereto.) 


(a) Change in Accounting Treatment for Two Business Combinations 

In May, 1975, the Company determined that the 1969 and 1971 acquisitions of two European 
consumer products businesses which had been accounted for as poolings of interests should have 
been treated as purchase transactions in accordance with generally accepted accounting principles 
in effect during those years. Accordingly, the 1974 financial statements have been restated to 
reflect a Swiss Franc obligation which at December 31, 1974 was equivalent to $40,447. During 1975, 
the obligation was partially retired through issuance of common stock which increased paid in capital 
by an amount equal to the excess of fair value over par value of such shares at time of issuance. In 
addition, goodwill, which amounted to $25,512 at January 1, 1974, has been recorded representing 
the excess consideration paid over net assets acquired. This change required a charge to 1974 

net income of $8,611, principally for foreign exchange losses, thereby reducing earnings per common 
and common equivalent share by $.10, and earnings per common share assuming full dilution by 

$.11. In June, 1975, the Company paid cash to settle the remaining obligation. 


(b) Change in Accounting Principle for Translation of Foreign Currency Transactions and Foreign 
Currency Financial Statements 

In 1975, the Company adopted the provisions of Financial Accounting Standards Board Statement 

No. 8 which changed standards of financial accounting and reporting for translation of foreign 

currency transactions and foreign currency financial statements. This change was adopted retro- 

active to January 1, 1974 with the following gains (losses) included in the determination of net income. 


1975 1974 

Cumulative effect of change on prior years (1) .......-.2000eseeeee $ - $ 2,028 
Effect of change on years reported .......--.0:ceee eee eee eter ees 7,844 (8,418) 
Net elfect ot circa) iss o.02 tenis 0s ae ratios emo ees $ 7,844 $ (6,390) 


(1) Earnings per common and common equivalent share and earnings per common share assuming 
full dilution were increased by $.07 and $.06, respectively. 
(2) Earnings per common and common equivalent share and earnings per common share assuming 
full dilution were increased by $.25 (1974—decreased by $.21) and $.22 (1974—decreased by $.18), 
respectively. 

Net foreign exchange gains in 1975 amounted to $8,897 (1974—$19,804 net loss). 


December 31, 
Inventories 1975 1974* 
Row.and packaging Materichs:.. 665. ca sedans saaetsssincavele cis $ 130,234 $ 182,522 
WN EROCONR Ces fa at cees ness ns denen anacles be oe arene taaet camAnnna 41,646 40,612 
Finished products : 331,395 387,643 
Real estate development properties ...........ceceseeeeeceeererces 73,018 67,477 


5576293 § 78284 


At December 31, 1975, inventories valued on the last-in, first-out method 
amounted to $109,190 (1974—$1 11,152) which was approximately $47,399 
(1974—$30,193) less than current replacement value. 


Properties and Equipment 
Brew e cecian es ca tana caer ee Saas trey ece haNan pees aes $ 79,050 $ 7711 
Producing and undeveloped mineral properties HA 209,838 116,554 
Binge aie am isl x. cies o'e'e 316,086 331,670 
Machinery, equipment, etc. : 887,850 836,198 
Projects under Construction ....0..0:cssecceercccvseeceserscsceees 88,603 99,041 
1,581,427 1,460,874 
Accumulated depreciation and depletion .........-++eeseeeeeeeeeee (618,157) (586,711) 
$ 963,270 $ 874,163 
*Restated. 


W.R. Grace & Co. and Subsidiary Companies 


Note 2—Investments: 


Note 3—International Operations: 


Note 4—Business Combinations: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


(a) Partnerships 

The Company has entered into partnership agreements for developing certain of its coal properties 
and for manufacturing phosphoric acid. These partnerships are in development and construction 
stages and are not operational. 


(b) Less than Majority Owned Companies 

The Company's principal investments in less than majority owned companies are a 50% interest ina 
pulp and paper manufacturing company in Colombia and a 49% interest in an ammonia plant 
operation presently under construction in Trinidad. 


(c) Occidental Petroleum Corporation 

The Company owns 175,000 shares of Occidental Petroleum Corporation $8.00 Preferred Stock 
representing all issued and outstanding shares of this class. This stock is redeemable at par no later 
than 1981 and is carried at redemption price. 


A summary of operating results and financial position of the Company's operations outside the United 
States is set forth below: 


1975 1974* 
Operating Results 
Sales and Operating Revenues 


Operating Income After Taxes** 
Financial Position 


MOP ASDERS Ua cele weap vp vas ic Min Eales ele wid.a Wiviplelsie.sleitia eiveie ance $ 714,685 $ 915,991 
Total Liabilities ... 342,547 532,006 
Investment in International Operations ...........ceeeeeeeeeeenees $ 372,138 $ 383,985 


*Restated for changes in accounting. 
** Computed before allocation of general corporate overhead, general corporate interest and, in 


1974, after an additional $7,100 provision for possible assessments related to prior years’ tax returns 
of certain foreign subsidiaries. 


The following is a summary of businesses acquired during 1975 and 1974 which for accounting 
purposes have been treated as poolings of interests transactions. Results of operations of these busi- 
nesses are included in the consolidated financial statements for the entire year in which acquired, and 
1974 statements have been restated for comparative purposes. Certain adjustments have been made 
to the net assets of these acquired businesses to conform to accounting practices of the Company. 
The effect of these adjustments upon previously reported consolidated earnings is not significant. 


Shares of 
Common Stock Results of Operations 
Line of Business Issued Prior to Combination 


Sales Net Income 
1975 1974 1975 1974 1975 1974 


Natural Resources .........-2+-0000- 753,300 385,979 $5,774 $ 519 $758 $111 
Fashion & Leisure - 390,481 - 3,717 - 353 
753,300 776,460 


Previously reported sales and operating revenues and net income in 1974 have been increased 
by $28,076 and $3,553, respectively, to give effect to the above 1975 business combinations. 
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W. R. Grace & Co. and Subsidiary Companies Notes to Financial Statements 
(dollar amounts in thousands except per share) 


The following is a summary of businesses acquired in 1975 and 1974 which for accounting purposes 
have been treated as purchase transactions. 


Total 

Acquisition 

Line of Business Cost 

1975 1974 

Datural RESOUNGMG Sat’. <2 a eS ae cee bain ve Pons e ak Lawes $28,102 $29,986 

Inichuigttical Qhenithiell ecto 5asad ssa eieeReehe Pata Mead ia wale) cioend eiate Bis a 2,142 144 

Agriceatusbel We ea arc os vest hans ala te estas ova ncrimintttos Mena eee - 13,842 
Consumer Services .... , = 3,489 

COCR Oh UR eater ate cic oh apart cle ace Disa oR s/aba aiecpie wim i iota slam - 1776 

Feisty Lemaire atte ccke's oe =A cle oa atiosdp «ltteers caerticte Cesrcs eels _ 800 


$30,244 $50,037 


The Consolidated Statement of Income includes results of operations of the above businesses 
acquired in purchase transactions from effective dates of acquisition. The following table summarizes 
combined results of operations on a pro forma basis as though these businesses were consolidated 
with the Company and its subsidiary companies as of January 1, 1974. 


1975 1974 
Sales and operating revenues .......20. cece cece cee ensenersenens $3,536,047 $3,550,509 
Net income $ 166,615 $ 122,447 
Net income per common and common equivalent share $ $31 $ 3.94 
Note 5—U.S.and U.S. and foreign taxes on income are comprised of the following: 
Foreign Taxes on Income: 
1975 1974* 
Current: 
AES FOGETCM asa stecacsns <5laR C ARERR ig as ce ears aca ciate $ 51,722 $ 42,406 
AD SING ce stimads cc assshiwNnceaa nee ae Seen es Ady bee Se weeeeie 7,233 6,372 
POPE hircw = one ct che meee a kie,> Sees atte nook Sue Aceh ee 46,584 66,546 
Deferred: 
EFS FOO a. oc cnias eso ice ee ees om acer a <Aaiis eet laine 24,973 483 
FOOT Feats Bec die SHEEN iin ls ce CMA Sede Nate dso hia ba ning 4 ale 6,986 10,603 
$137,498 $126,410 
*Restated. 


Deferred U.S. Federal income taxes of $6,958 related to intangible drilling and development 
costs were provided in 1975 and current foreign taxes of $7,100 were provided in 1974 for possible 
assessments related to prior years’ tax returns of certain foreign subsidiaries. 

The Internal Revenue Service has completed examinations of consolidated U.S. Federal income 
tax returns of the Company and its domestic subsidiaries for 1971 and prior years. Investment tax 
credits reduced the 1975 current tax provision by $10,831 (1974—$3,434). Additional foreign and 
United States taxes might become payable if undistributed earnings of foreign subsidiaries were to be 
paid as dividends, but such taxes, if any, have not been fully provided since a substantial portion of 
such earnings has been or will be reinvested for an indefinite period of time. The amount of unre- 
mitted earnings of foreign subsidiaries at December 31, 1975 is $160,000. 


W. R. Grace & Co. and Subsidiary Companies 


Note 6—Marketable Securities: 


Note 7—Deferred Revenue from 
Future Natural Resource Production: 


Note 8—Capital Stock: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


Current marketable securities are carried at cost which approximates market except that equity 
securities at a cost of $17,532 (1974—$23,767) have been reduced by a valuation reserve of $3,037 
(1974—$6,900) to adjust their carrying value to approximate market. The noncurrent portfolio of 
marketable equity securities is included in noncurrent assets at a cost of $9,579 which is lower than 
aggregate market (1974—at cost $7,458). 

Net gains realized on the sale of marketable equity securities were $604 (1974—None). Aggregate 
unrealized gains and losses related to marketable equity securities in the portfolios at December 31, 
1975, are as follows: 


Gains Losses 
FANVORD 5 soe da aiadlsGo%s's speinici does 5540S Fare ah Pee ys MOM KD Tene $ —- $ 3,037 
BNOMCUTRSIE Ee artis v.crn ow.oe'sralcin's u schie eee den win & vidiste Misi alatobnanas® waka acie $11,253 $ 3,422 


During 1975, the Company received $10,000 (1974—$50,000) as proceeds from sales of natural 
resources in advance of production. In 1975, $12,103 was repaid from proceeds generated by sales 
of a portion of production from certain dedicated properties under terms of production payment 
agreements. Associated financing costs were $4,528 in 1975. It is currently estimated that these 
production payments will be liquidated by 1980. 


The preferred stocks ($100 par) authorized, issued and outstanding are listed below: 


Shares 
Authorized Par Value of 
and Issued In Treasury Shares Outstanding 
(December 31, 1975) December 31, 
1975 1974 
B Cumubative (US ois so acide cates. d sc00ats 40,000 14,298 $2,570 $2,570 
8% Cumulative Class A (2) ... ‘ 50,000 15,089 3,491 3,577 
8% Noncumulative Class B (2) ........... 40,000 8,204 3,180 3,240 
$9,241 $9,387 


(1) Eighty votes per share. 
(2) Eight votes per share. 


In 1975, the Company purchased 866 shares of 8% Cumulative Class A stock (1974—1,077 shares) 
and 601 shares of 8% Noncumulative Class B stock (1974—1,128 shares). 

The Company's Certificate of Incorporation also authorizes 5,000,000 shares of a Class C 
preferred stock, without par value, none of which has been issued. 

The holders of common stock are entitled to receive dividends, when and as declared by the 
Board of Directors, after prior and current year dividends on the 6% Cumulative and 8% Cumulative 
Class A preferred stocks and current year dividends on the 8% Noncumulative Class B preferred 
stock have been paid or accrued. Upon liquidation, after payment of the par value of preferred 
stocks and dividends referred to above, remaining net assets of the Company are to be distributed 
pro rata to holders of common stock. 

Authorized common stock of the Company is 50,000,000 shares ($1 par). Of unissued common 
stock, approximately 6,742,000 shares may be issuable upon conversion of various convertible debt 
obligations, exercise of stock options and granting of stock awards, and as provided for in various 
acquisition agreements. 

On October 3, 1975, the Company executed an agreement to sell for investment 4,000,000 shares 
of newly issued common stock for $104,000 ($26 per share) in cash to VG—Verwaltungsgesellschaft 
fur industrielle Unternehmungen Friedrich Flick G.m.b.H. ("Flick Group") of Dusseldorf, West 
Germany. On January 2, 1976, the common stock was issued for cash and the Flick Group held 
approximately 12% of the Company's outstanding common stock. 
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W. R. Grace & Co, and Subsidiary Companies 


Note 9—Stock Options: 


Note 10—Gains (Losses) on 
Disposal of Businesses: 


Note 11—Retained Earnings: 
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Notes to Financial Statements 
(dollar amounts in thousands except per share) 


Under a related agreement, on January 8, 1976, the Board of Directors of the Company elected 
three designees of the Flick Group as directors of the Company and appointed one of them to each 
of the permanent active committees of the Board of Directors. As long as the Flick Group or com- 
panies affiliated with it hold at least 2,000,000 of the newly issued shares, the Company's manage- 
ment has agreed to nominate three designees of the Flick Group for election as directors by the 
shareholders and to continue their representation on permanent active committees of the Board of 
Directors. 

The average number of shares of common stock used to compute earnings per common and 
common equivalent share was 31,247,000 (1974—30,896,000 shares) including 89,000 common equiva- 
lent shares (1974—118,000 shares). The average number of shares of common stock used to compute 
earnings per common share assuming full dilution was 35,880,000 (1974—35,578,000 shares). 


Changes in the Company's common stock options outstanding during 1975 and 1974 are summarized 
below: 


1975 1974 

Number Average Number Average 

of Shares Price of Shares Price 

Balance at beginning of year ...........-..02e00 1,266,900 $26.16 1,048,366 $26.43 

tonOnegrenited wets aces acsisasas asa ral arate 37,550 26.25 274,450 25.42 
1,304,450 1,322,816 

MONS GREICIIOR 5 x.ncF foe shir o's doh Ses nloa's ose el> (17,842) 22.85 (1,500) 22.88 

Options terminated or cancelled .........--..++++ (88,047) 26.13 (54,416) 27.28 

Bolonice:ch end OF YOor cco co sds scicis'ssinays sect 1,198,561 26.22 1,266,900 26.16 


At December 31, 1975, options for 512,932 shares (1974—431 392 shares) were exercisable and 
586,241 shares (1974—535,744 shares) were available for granting of additional options and stock 
awards. In addition, 98,806 shares were available to cover options which may be assumed or 
granted in lieu of existing options granted by companies which may be acquired. 


The Company sold and provided for losses on disposal of certain businesses and adjusted amounts 
provided in prior years with the resultant gains (losses) included in income as follows: 


1975 1974 
Gain on sale of a portion of the Company's interest in 
Jacques Borel International S.A... 1... eee cece eee eee eee e eee eeee $ 48,817 $ - 
Net gains (losses) and provisions for loss on disposal: 
Packaged: foods Operchions: ss ai026s0 24 dncasiceee sce ewannegiesespas (9,238) (12,076) 
Consumer services businesses . (14,717) (2,158) 
Other transactions, net ...... 1,508 (3,105) 
$ 26,370 $ (17,339) 


Retained earnings include $6,868 set aside by foreign subsidiaries, principally as required by statute, 
$11,593 of undistributed earnings of less than majority owned companies and approximately $14,829 
transferred to capital stock accounts on the books of subsidiary companies. 

Parent company unappropriated retained earnings at December 31, 1975 amounted to $525,329, 
of which $162,000 were free of the restriction on payment of cash dividends imposed by terms of the 
most restrictive of the Company's loan agreements. 


W. R. Grace & Co. and Subsidiary Companies 


Note 12—Lease Obligations: 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


Total rental expense amounted to $55,634 (1974—$53,174). At December 31, 1975, the Company and 
its consolidated subsidiaries were obligated under noncancellable leases for minimum (or expected) 


annual rentals subsequent to 1975 as follows: 


Corporate Machinery 
Headquarters and 
and Other Transportation Retail and Other 
Office Space Equipment Minimum Expected 
$ 9,802 $11,239 $16,736 $19,900 
9,673 9,329 15,699 18,600 
8,500 7,630 14,835 17,700 
7,756 6,019 14,275 17,200 
6,936 4,644 13,863 16,900 
32,713 13,547 57,464 71,600 
30,697 1,623 45,300 58,500 
29,885 - 31,269 39,900 
45,405 - 17,516 22,500 


Certain leases contain escalation clauses relating to increases in real estate taxes, maintenance 
costs and, in certain cases, to increases in sales. Additionally, there are existing renewal options at 
fair values for a substantial portion of the leased properties. 


Long Term Debt Interest Years of December 31, 
W.R. Grace & Co. Rates Maturity 1975 1974* 
PROMIsAOry, NAGE soc aZetead eeses a cebase 1975-95 $270,586 $261,808 
Revolving term loan (1) ..........0.0005 1976-82 50,000 60,000 
Subordinate debentures (2) 1982-96 100,000 100,000 
Subordinate debentures (3) 1976-90 59,575 61,677 
Sundry indebtedness ..........- 1975-98 84,432 87,183 
Beabenturegy 32055. cc te. s tee net 1975-80 10,893 11,542 
Debentures (3) 1976-86 14,996 14,996 
590,482 597,206 
Subsidiary companies (4) 
Jacques Borel International S.A. ......... - - =_ 44,201 
W.R. Grace Land Corporation (5) . . , 8 1975-2007 42,436 40,844 
Ollian eo cro eiat a ve caks sas te xaeatie 69 1975-95 34,583 32,144 
667,501 714,395 
Amount due within one year (6) ........... (94,799) (71,296) 
$572,702 $643,099 


(1) In December, 1975, the Company extended for seven years a loan agreement under which it may 
borrow on a revolving basis up to $100,000 until December, 1978. These borrowings bear interest 

at the prime rate for the first two years, after which the interest rate is increased to a maximum of 2% 
over the prime rate. Outstanding borrowings in December, 1978 will be repayable in four equal 
annual installments in the years 1979 through 1982. 

(2) Convertible into one share of common stock for each $29,625 principal amount. 


(3) Convertible into one share of common stock for each $60.69 principal amount. (As of January 2, 
1976, convertible into one share of common stock for each $57.32 principal amount.) 


(4) Weighted average interest rates. 

(5) Secured solely by real estate development properties. 

(6) Included in current liabilities under loans payable. 
“Restated, 


W. R. Grace & Co. and Subsidiary Companies 


Note 13—Unaudited Summaries of 
Quarterly Results: 


(dollar amounts in millions 
except per share) 
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Notes to Financial Statements 


The following interim information has not been audited in accordance with generally accepted 
auditing standards and accordingly the independent accountants express no opinion thereon: 


First Second Third Fourth 
1975 Quarter* — Quarter Quarter Quarter 
else aia bo aren auis ana ee eae ee $855.2 $922.3 $836.1 $915.6 
Income before taxes .........00eseeeeee $ 59.7 $132.1(1) $ 63.6 $ 40.5(2) 
Provision tor goxes 53 oo icsac'ec's cas cup ene 29.3 $2.8 30.5 24.9 

30.4 79.3 33.1 15.6 
Effect of change in accounting for: 

MORMON bia shat ete Senieecaae emacs 3.5 3.3 ra? (6.9) 
Business combinations .............+.+ 5 - - od 
NOHINCOIMES So ccce 8s axieecaacecs trexes $ 34.4 $ 82.6 41.0 $ 87 

Earnings per common and common 
equivalent share: 
Income before effect of changes in 
CRAG NURI IN am! Soe gins a a oan ee see $ 94 $ 252 $ 1.06 $ 49 
Effect of change in accounting for: 
Translation .......++ aul VW 25 (.22) 
Business combinations 05 - = = 
Earnings per common and common 
equivalent share .........0seeeeer ene $ 1.10 $ 2.63 $ 1.31 $27 
Earnings per common share assuming full 
dilution: 
Income before effect of changes in 
CICGOONINE = oo Siesine Sohg neGaals $ 86 $ 2.23 $ 96 $ 46 
Effect of change in accounting for: 
remissions: 5... /x's sce s oes math e's 10 09 ae (.19) 
Business combinations ............ 04 - = - 
Earnings per common share assuming full 
UMNO ack cate hls tale eect nee $ 1.00 $ 2. $ 1.18 $ .27 
1974* 
Wedeh ces ges acces avian. ts, 8 otas a sats UCEON $749.3 190.2 $882.7 $978.2 
Income before taxes .........eeseeeeees $ 48.4 $ 79.1 $ 75.1 $ 57.9(2) 
PENIS SORAOXOS: 5 in'ese Ka aisnicin era eineaton 24.4 35.9 36.5 29.6 
24.0 43.2 38.6 28.3 
Effect of change in accounting for: 
TReMMONOML: Goin fois ain Midas ranean = (4.0) 26 3.2 (8.2) 
Business combinations .........0.00008 (2.2) (.2) {.2) (6.0) 
IRE TIGOIOG cee ccvietve cee escehadp hors $ 178 $ 45.6 $ 41.6 $ 14.1 
Earnings per common and common 
equivalent share: 
Income before effect of changes in 
GCCOUNTING © saeco. nasa ecinds ae $ 75 $ 1.33 $ 1.21 $ 85 
Effect of change in accounting for: 
Translation ......+++ (.13) 09 10 (.27) 
Business combinations {.05) 05 .03 (.13) 
Earnings per common and common 
Squivolent shore 5 voce 6s Soe dea ee $ 57 1.47 $ 1.34 $ 45 
Earnings per common share assuming full 
dilution: 
Income before effect of changes in 
PCCOUNNNG! stn et sh tener etre $ 68 $ 1.20 $ 1.09 $ 79 
Effect of change in accounting for: 
‘Trommationy esse feae's con ast (11) 07 09 (.23) 
Business combinations ...........+ (.04) 04 02 (.13) 
Earnings per common share assuming full 
GUINON: 6 Ba a acini Sees axe seee see 2 $355 $ 131 $ 1.20 $ 43 


*Restated for poolings of interests. 
(1) Includes gain on sale of Jacques Borel International S.A. of $48.8. 
(2) Net of loss on disposal of businesses $26.6 (1974—$21.3). 


W. R. Grace & Co. and Subsidiary Companies 


Note 14—Commitments and 
Contingent Liabilities: 


Report of Independent Accountants 


Notes to Financial Statements 
(dollar amounts in thousands except per share) 


At December 31, 1975, the unfunded amount of prior service pension costs was estimated to be 
$3,366 but assets of pension funds exceeded the actuarially computed value of vested benefits. 
Amounts charged to income for pension, profit sharing and related plans were as follows: 


1975 1974* 
Fansion PIONS aes 2 wcac cae viece aire Sila aortas Meatnteetee nt sis a2 $17,378 $13,627 
Profit sharing and related plans .............00+ ORS SBE AA ee: 2,248 1,897 

$19,626 $15,524 


*Restated. 


During 1975, the Company adopted amendments and changed actuarial assumptions and valua- 
tion methods for certain plans. These changes increased pension costs by approximately $2,400. 


There are various lawsuits, claims, commitments and contingent liabilities which are not expected 
to have any material adverse effect on the consolidated financial position or results of operations. 


———h—— 


Price Waterhouse & Co. 
60 Broad Street, New York, N.Y. 10004 


To the Shareholders and Board of Directors of W. R. Grace & Co. 


We have examined the consolidated balance sheets of W. R. Grace & Co. and subsidiary companies 
as of December 31, 1975 and 1974 and the related consolidated statements of income, shareholders’ 
equity and changes in financial position for the years then ended. Our examinations were made 

in accordance with generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 


As described in Note 1(a) of the Notes to Financial Statements, in May, 1975 the Company deter- 
mined that the 1969 and 1971 acquisitions of two European consumer products businesses which had 
been accounted for as poolings of interests should have been treated as purchase transactions in 
accordance with generally accepted accounting principles in effect during those years, The 1974 
financial statements have been restated to give effect to this change in accounting treatment. 


As described in Note 1(b) of the Notes to Financial Statements, in 1975 the Company changed its 
method of accounting for translation of foreign currency transactions and foreign currency financial 
statements as of January 1, 1974. 


In our opinion, the accompanying consolidated financial statements examined by us present fairly 

the financial position of W. R. Grace & Co. and subsidiary companies at December 31, 1975 and 
1974, the results of their operations and the changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles consistently applied during the period 
subsequent to the change, with which we concur, made as of January 1, 1974, referred to in the 


preceding paragraph. 
(rice (elect B. 


February 27, 1976 
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Management Discussion and Analysis of Earnings (1973-1975) 


Sales and operating revenues increased by $28.8 million or 1% in 1975. 
Adjusting for the effect of divested consumer products businesses, the increase 
would have been 5%. In 1974 an increase of $647.7 million or 23% was 
recorded. All lines of business contributed to this increase with chemicals being 
particularly strong. 


The Company's equity in the earnings of less than majority owned companies 
declined by $5.5 million in 1975, primarily as a result of the sale in 1974 ofa 
minority interest in a phosphate rock mining affiliate in Togo. 


Costs and expenses were essentially stable in 1975 and in line with the 

1% increase in sales. In the previous year costs and expenses had gone up 
20%. However, profit margins were improved, attributable primarily to the 
Company's chemical activities. Interest expense, which had increased 34% in 
1974 asa result of higher borrowing levels and interest rates, was lower 

by 4% in 1975 due to debt reduction and lower interest rates. 


Income applicable to minority shareholders declined by $1.9 million in 1975 
contrasted with an increase of $.9 million in 1974. These changes were largely 
attributable to profit fluctuation in a French subsidiary engaged in the manu- 
facture of agricultural chemicals. 


The analysis of “Gains (losses) on disposal of businesses” is set forth in Note 10 
of Notes to Financial Statements. 


Depreciation and depletion increased by $13.7 million (17%) in 1975 and by 
$13.3 million (19%) the previous year. These changes resulted from increased 
capital spending programs both in 1975 and 1974. Capital expenditures 
increased to $282.3 million in 1975 and $275.3 million in 1974, up from the 1973 
level of $157.7 million. Of the total 1974-75 capital expenditure program 

which amounted to $557.6 million, 82% was attributable to chemical and 
natural resources activities. 


U.S. and foreign taxes increased by 9% in 1975. This represented a lower 
effective tax rate than in 1974 due to the capital gain on the sale of a portion 
of the Company's interest in Jacques Borel International S.A. and to higher 
investment tax credits. Also in 1975, the Company provided $7.0 million for 
deferred U.S. taxes related to intangible drilling and development costs. 

In 1974 U.S. and foreign taxes had increased 65%, largely due to the improve- 
ment in pretax earnings in that year and a provision for possible assessments 
related to prior years’ taxes of certain foreign subsidiaries. 


Net income improved by $47.6 million or 40% in 1975 and reached an all-time 
record level. Net income in 1974, which had set the previous record, repre- 
sented an improvement of $41.7 million or 54% over 1973. The 1975 improve- 
ment was helped significantly by the after-tax profit of $35.6 million realized 
on the sale of Borel. Excluding this capital gain, net income was up 10%, 
principally due to increased operating earnings and the adoption of Financial 
Accounting Standards Board Statement No. 8 regarding the translation of 
foreign currencies which increased 1975 net income by $7.8 million and reduced 
1974 net income by $6.4 million. In 1974 significant improvement occurred 

in each major chemical activity, as well as in natural resources. Income from 
consumer businesses had been down in 1974 but in 1975 recovered to 

the 1973 level. 


Ten-Year Financial Summary* 
(dollar amounts in thousands except per share) 


Earnings Statistics 

Sales and operating revenues 

Other income 

Equity in earnings of less than majority owned companies 
Costs and expenses 

Interest expense 


Income applicable to minority shareholders 

Gains (losses) on disposal of businesses 

Income before depreciation and depletion and taxes 
Depreciation and depletion 

U.S. and foreign income taxes 

Income before extraordinary items 

Extraordinary items 

Net income 


Financial Position 
Cash and marketable securities 
Notes and accounts receivable—net 


Inventories 


Current liabilities 

Working capital 

Properties and equipment—net 

Long term debt 

Minority interest 

Shareholders’ equity—common stock 

Data Per Common Share 

Earnings per common and common equivalent share: 
Income before extraordinary items 
Extraordinary items 
Net income 

Earnings per common share assuming full dilution: 
Income before extraordinary items 
Net income 

Cash dividends per common share—Company 

Shareholders’ equity per common share 

Average number of common and common 

equivalent shares (millions) 

Other Statistics 

Working capital provided by operations 

Cash dividends on common stock 

Capital expenditures 

Current ratio 

Debt ratio 

Number of common shareholders 

Number of employees 


*Data for the years 1966 through 1974 have been restated for a 
change in accounting for two business combinations (restated 
amounts previously reported are shown in the table to the right) 
and for poolings of interests transactions in accordance with 
a policy of restatement of data for the four immediate preceding 
years. Data for 1974 also restated for the change In accounting 
principle for translation. 


**Includes gain of $2,028 for cumulative effect of change In 


accounting for translation, $.07 per common and common 
equivalent share, $.06 per common share assuming full dilution. 


1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 
$3,529,163 $3,500,367 $2,852,678 $2,382,145 $2,105,043 $1,973,745 $2,047,743 $1,970,576 — $1,817,662 $1,508,619 
18,448 17,949 18,980 15,170 16,060 17,539 17,721 18,897 15,051 13,676 
2,247 7,780 6,680 4,409 3,668 3,245 4,493 3,926 5,214 1,678 
3,105,965 3,108,036 2,588,732 2,181,165 1,933,874 1,806,200 1,867,588 1,761,723 1,620,061 1,328,742 
67,675 70,561 52,559 42,543 42,829 41,890 46,530 43,544 40,565 33,952 
2,808 4714 3,785 2,653 2,352 2,383 5,406 7,287 6,330 3,751 
26,370 (17,339) (4,426) > - = - - - - 
399,780 325,446 228,836 175,363 145,716 144,056 150,433 180,845 170,971 157,528 
95,604 81,954 68,675 63,885 60,251 58,271 66,700 68,827 65,389 54,086 
137,498 126,410 76,435 49,167 43,405 36,294 36,725 45,893 45,750 35,487 
166,678 117,082 83,726 62,311 42,060 49,491 47,008 66,125 59,832 67,955 
- - (6,266) 3,232 (6,195) (30,851) 14,356 (25,980) 3,996 2,597 
166,678 119,110** 77,460 65,543 35,865 18,640 61,364 40,145 63,828 70,552 
$ 102,142 $ 159,986  $ 138,272 143,464 $ 105,855  $ 83824  $ 107,264 § 127,856  $ 125032 $ 118070 
482,481 $13,119 436,030 384,005 341,526 329,742 341,850 324,251 307,106 302,933 
576,293 678,254 500,720 416,986 382,823 356,654 390,762 371,468 335,051 299,764 
669,244 829,527 611,593 519,161 432,007 442,339 443,155 488,815 402,226 402.135 
627,095 556,728 488,299 446,393 417,971 348,479 416,094 353,586 378,436 328,954 
963,270 874,163 711,750 661,144 608,878 576,376 648,519 752,252 727 868 676,274 
572,702 643,099 573,367 518,726 526,654 407,616 436,383 489,024 523,927 458,892 
16,318 29,678 25,095 25,493 19,666 13,346 22,612 61,378 57,546 52,570 
1,065,772 837,558 763,878 726,786 671,279 661,935 673,819 632,912 618,920 578,268 
$ 5.31 $ 376 = $ 2.69 200 $ 140 $ 1,72 $ 167. $ 2.56 $ 232 §$ 2.83 
- - (.20) 10 (.21) (1.08) 52 (1.02) 16 a 
§.31 3.83°* 249 2.10 1.19 64 219 1.54 248 2.94 
477 3.41 2.48 1.88 1.39 1.70 1.66 2.48 2.27 2.73 
477 347** 2.30 1.97 1.19 69 2.15 1.52 2.42 2.83 
1.625 1.525 1.50 1.50 1.50 1.50 1.50 1.45 1.38 1.28 
30.21 27.02 24.86 23.80 22.49 22.92 24.03 24.05 24.87 25.25 
31.2 30.9 30.9 30.8 29.8 28.5 WBA 25.5 25.4 23.7 
$ 307,019 =$ 229715 $ 178,575 $ 138,633 $ 121,839 $ 117,419 $ 122630 $ 146054 $ 132,691 $ 129,711 
50,715 45,390 42,170 38,372 35,489 32,585 30,709 27,806 27,752 24,678 
282,347 275,336 157,696 133,305 98,129 104,731 130,800 129,118 126,479 156,371 
1.9:1 17:1 1.8:1 1.9:1 2.0:1 1.8:1 1.9:1 17:1 1.9:1 1,8:1 
34.8% 43.2% 42.6% 41.3% 43.6% 37.7% 38.9% 43.1% 45.4% 43.7% 
56,064 54,323 52,038 49,407 47,644 49,646 49,835 48,636 48,247 46,617 
60,200 75,200 73,900 72,900 66,900 63,900 70,000 77,700 75,900 73,000 
1974 1973 1972 1971 
Sales and operating revenues $3,472,291 $2,834,660 $2,368,229 $2,093,447 
Income before extraordinary Items 121,947 82,915 61,753 41,984 
Per shore 4.02 2.73 2.03 1.43 
Net income 121,947 76,649 64,985 35,789 
Per share 4.02 2.52 2.14 1,22 
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Directors 


O.C. Carmichael, Jr., Chairman of the Board 
FBT Bancorp. Inc., bank holding company 


Mark C. Feer, General Partner, 


Kuhn, Loeb & Co., investment bankers 


Dr. Friedrich Karl Flick, General Partner, 
Friedrich Flick K. G., diversified industrial organization 


George P. Gardner, Jr., Senior Vice President, 
Paine, Webber, Jackson & Curtis, Incorporated, 


investment bankers 


2:3 Paul F. Hellmuth, Senior Managing Partner, 


Hale and Dorr, attorneys 


Axel A. Johnson, Chief Executive Officer, 
Axel Johnson Group, diversified transportation 


and industrial organization 


Dr. Werner Kneip, President, 


Dynamit-Nobel A.G., chemical manufacturer 


1,2 George J. Leness, Former Chairman of the Board 
and Chief Executive Officer, Merrill Lynch, Pierce, 
Fenner & Smith Incorporated, securities dealers 


2 Frank E. Mackle, Jr., President and Chief Executive Officer, 
The Deltona Corporation, land development and construction 


2:3 Lawrence J. McKay, Senior Member, 


Cahill Gordon & Reindel, attorneys 


Charles W. Miller, Professor of Management, 
Marquette University 


Roger Milliken, President, 
Deering Milliken, Inc., textiles 


1 Ernest L. Molloy, Director, 
R.H. Macy & Co., Inc., department stores 


Officers 


Chairman 
Felix E. Larkin 


President and Chief Executive Officer 
J. Peter Grace 


Executive Vice Presidents 
George W. Blackwood 
Robert M. Coquillette Alex Kaufman 
Alexander T. Daignault Harold R. Logan 


Thomas E. Hanigan, Jr. 


Charles H. Erhart, Jr. 
Robert D. Goodall 
Carl N. Graf 


Vice Presidents 
DeWitt C. Baker 
Charles E. Brookes 
Bernard H. Burton 
Robert A. Clabault 
Martin A. Dale 
Thomas M. Doyle 
Francis D. Flanagan 
James P. Freeborn 
James J. Galvin 
Donald E. Grimm 
Hagen B. Grosse 
O. Benjamin Hander 
John Hirsch 
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Charles A. Lynch 
D. Walter Robbins, Jr. 


leslie A. Ide 

Leonard Kamsky 
George F, Mason, Jr. 
Paul K. McDonald 
John R. McIntosh 


Lawrence C. McQuade 


Robert A. Miller 
Jack Rimmer 
Robert W. Samuels 
Klaus G. Scheye 
Rodney M. Vining 
George J. Winchell 


George S. Moore, Director, 
White, Weld & Co. Incorporated, investment bankers 


3 Cornelius W. Owens, Former Executive Vice President 
American Telephone and Telegraph Company 


1,2;3 Ginter Max Paefgen, General Partner, 
Friedrich Flick K. G., diversified industrial organization 


Henry G. Parks, Jr., Chairman of the Board, 
H. G. Parks, Inc., processed foods 


2 Clifton W. Phalen, Former President and Chairman of the Board, 


New York Telephone Company 
John E. Phipps, Director of various companies 
2:3 John H. Phipps, Chairman of the Board, 


J. H. Phipps Broadcasting Stations, Inc., television stations 


William Wood Prince, President, 
F.H. Prince & Co., Inc., investment company 


2;3 John A. Puelicher, Chairman of the Board and President, 


M &! Marshall & Isley Bank 


1,3 Eben W. Pyne, Senior Vice President, 
Citibank N.A. 


Allen S. Rupley, Advisor to the President and 
Former Chairman of the Board, W. R. Grace & Co. 


Forrest N, Shumway, President and Chief Executive Officer, 


The Signal Companies, Inc., diversified manufacturer 
and oil and gas producer 


Member of the following Corporate Advisor Committees: 


1 Audit Committee. 
2 Salory, Incentive Compensation and Employee Benefits Committee. 
3 Stock Option and Stock Incentive Committees. 


Directors/Officers 

George W. Blackwood, Executive Vice President 
Robert M. Coquillette, Executive Vice President 

J. Peter Grace, President and Chief Executive Officer 
Carl N. Graf, Executive Vice President 

Felix E. Larkin, Chairman 

Harold R. Logan, Executive Vice President 

Charles A. Lynch, Executive Vice President 

D. Walter Robbins, Jr., Executive Vice President 


Vice President, General Counsel and Secretary 
Leo A. Larkin 


Vice President, Associate General Counsel and Assistant Secretary 


Albert A. Eustis 


Vice President and Treasurer 
Richard L. Bowditch, Jr. 


Vice President and Controller 
John F. Spellman 


Chemed Corporation 

Chairman of the Board 

J. Peter Grace 

President and Chief Executive Officer 
Edward L. Hutton 


Corporate Information 


World Headquarters 


Annual Meeting 


Grace Plaza 

1114 Avenue of the Americas 
New York, New York 10036 
Telephone: (212) 764-5555 


Independent Accountants 


Registrars 
The annual meeting of shareholders 


of W. R. Grace & Co. 

will be held at 10:30 a.m. 
Eastern Daylight Saving Time 
on Monday, May 10, 1976 
at New England Life Hall 
225 Clarendon Street 


Dividend Reinvestment Agent 
Boston, Massachusetts. 


Price Waterhouse & Co. 
60 Broad Street 
New York, New York 10004 


Chemical Bank 
20 Pine Street 
New York, New York 10015 


The First National Bank of Chicago 
38 South Dearborn Street 
Chicago, Illinois 60690 


Citibank N.A. 
P.O. Box 2670 
Grand Central Station 


Incorporation Ww. R. Grace & Co. was New York, New York 10017 
incorporated in 1899 
under the laws of the State 
of Connecticut. 
Investor Information 
Securities Exchange Listings/Trading Symbols Transfer Agents 
el 
Common Stock New York Frankfurt GRA Marine Midland Bank 
Midwest Geneva 485 Lexington Avenue 
Amsterdam Hamburg New York, New York 10017 
Basel Lausanne : ie ; 
Belfast Landon Continental Illinois National Bank 
Dublin Paris and Trust Company of Chicago 
Edinburgh Zirich 231 South La Salle Street 
Chicago, Illinois 60690 
Exchange Trading Privileges: 
Boston Cincinnati 
Pacific Detroit 
Philadelphia/Baltimore/Washington 
Common Stock Options American Stock Exchange 
Preferred Stocks Over-the-counter 
Chemed Capital Stock Over-the-counter CMED 
Conversion 
Debentures Prices Trustees 
el 
44 % Convertible New York Stock Exchange GRAK $57.32 Chemical Bank 
Subordinate Debentures 20 Pine Street 
Due 1990 New York, New York 10015 
6% % Convertible New York Stock Exchange GRAG $29.625 The Chase Manhattan Bank N.A. 


Subordinate Debentures 
Due 1996 
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